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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND PRICES OR YIELDS
Fixed Rate New Issue

$26,500,000 Serial Veterans G.O. Bonds Series BS (Non-AMT)—Dated: March 1, 2000
(Interest accruing from March 1, 2000)

Maturity

Date Principal Interest CUSIP
(December 1) Amount Rate Number
2004 $ 100,000 4.50% 130629VX3
2005 6,900,000 4.60 130629VY1
2006 7,500,000 4.65 130629VZ8
2007 7,000,000 4.70 130629WA2
2008 5,000,000 4.80 130629WB0

First interest payment date: June 1, 2000

Fixed Rate Remarketing

$40,000,000 Veterans G.O. Bonds Series BJ 9/10 (AMT)—Dated: December 29, 1997
(Interest accruing from December 1, 1999 through April 26, 2000 at 3.20% and
thereafter at the rates set forth below)
$6,550,000 Serial Veterans G.O. Bonds Series BJ 9/10

Maturity Maturity
Date Principal Interest CUSIP Date Principal Interest CUSIP
(December 1)  Amount Rate Number (December 1) Amount Rate Number
2002 $10,000 4.55% 130629VD7 2010 $ 10,000 510% 130629VM7
2003 10,000 4.65 130629VES 2011 860,000 5.20 130629VNS
2004 10,000 4.70 130629VF2 2012 995,000 5.30 130629VP0O
2005 10,000 4.75 130629VGO 2013 1,055,000 5.35 130629vQ8
2006 10,000 4.80 130629VHS 2014 1,115,000 5.45 130629VR6
2007 10,000 4.875 130629VJ4 2015 1,185,000 5.55 130629VS4
2008 10,000 4.95 130629VK1 2016 1,250,000 5.60 130629VT2

2009 10,000 5.00 130629VL9
$2,730,000 5.80% Term Veterans G.O. Bonds Series BJ 9/10 due December 1, 2018, CUSIP No. 130629VU9
$10,275,000 6.00% Term Veterans G.O. Bonds Series BJ 9/10 due December 1, 2024, CUSIP No. 130629VV7
$20,445,000 6.05% Term Veterans G.O. Bonds Series BJ 9/10 due December 1, 2032, CUSIP No. 130629VW5
First interest payment date: June 1, 2000

Price of all Offered Veterans G.O. Bonds: 100% plus accrued interest
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OFFICIAL STATEMENT

$66,500,000
STATE OF CALIFORNIA
VETERANS GENERAL OBLIGATION BONDS
Fixed Rate New Issue Remarketing
$26,500,000 Series BS (Non-AMT) $40,000,000 Series BJ 9/10 (AMT)

INTRODUCTION

This introduction is a brief summary of the terms of the State of California Veterans General
Obligation Bonds listed above (the "Offered Veterans G.O. Bonds") and a brief description of the
Official Statement,; a full review should be made of the entire Official Statement. All statements
contained in this introduction are qualified in their entirety by reference to the entire Official
Statement. Summaries of provisions of the Constitution and other laws of the State of California or
of any other documents referred to in this Official Statement do not purport to be complete and such
summaries are qualified in their entirety by references to the complete provisions.

Description of the Offered Veterans G.O. Bonds

The issuance of veterans general obligation bonds ("Veterans G.O. Bonds") is authorized by
Bond Acts (defined below) approved by the voters of the State of California (the "State") and by
resolutions of the Veterans Finance Committee of 1943. The Offered Veterans G.O. Bonds are
authorized by specific Bond Acts and have been issued or are being issued to finance or refinance
obligations issued to provide funds for the financing of the purchase of homes and farms for
California military veterans under the Farm and Home Purchase Program (the "Program") of the
State Department of Veterans Affairs (the "Department"). The Series BS Bonds (the "Series BS
Bonds") are being issued for the purpose of replacing and refunding $26,500,000 aggregate
principal amount of Veterans G.O. Bonds. The Series BJ 9/10 Bonds (the "Series BJ Bonds") being
remarketed are a portion of the State of California Veterans General Obligation Bonds, Series BJ
3/4 (the "Series BJ 3/4 Bonds") issued in April 1999 as a remarketing of Series BJ 1/2 originally
issued in December 1997. $60,000,000 aggregate principal amount of the Series BJ 3/4 Bonds was
remarketed as Series BJ 7/8 Bonds in December 1999 with fixed interest rates to their respective
maturities to new Bondholders. The Series BJ Bonds represent the balance of the Series BJ 3/4
Bonds and are being remarketed with fixed interest rates to their respective maturities to new
Bondholders in connection with a mandatory tender on April 27, 2000 by existing Bondholders. See
"THE OFFERED VETERANS G.O. BONDS - Identification and Authorization of the Offered
Veterans G.O. Bonds."

The Offered Veterans G.O. Bonds will be registered in the name of a nominee of The
Depository Trust Company ("DTC") which will act as securities depository for the Offered
Veterans G.O. Bonds. Purchases of beneficial interests in the Offered Veterans G.O. Bonds may be
in book-entry form only, in the principal amount of $5,000 or any integral multiple thereof.
Principal and interest are payable as specified on the front cover page and inside front cover page of
this Official Statement.



Security and Sources of Payment for Veterans G.O. Bonds

The Offered Veterans G.O. Bonds are general obligations of the State to which the full faith
and credit of the State are pledged (see "AUTHORIZATION OF AND SECURITY FOR THE
OFFERED VETERANS G.O. BONDS - Security and Payment of Veterans G.O. Bonds" below).
Principal of and interest on the Veterans G.O. Bonds are payable from moneys in the General Fund
of the State Treasury (the "General Fund") (see APPENDIX A — "THE STATE OF CALIFORNIA
— State Finances — The General Fund"), subject only to the prior application of moneys in the
General Fund to the support of the public school system and public institutions of higher education.
The Bond Acts authorizing the Offered Veterans G.O. Bonds provide that the State shall collect
annually, in the same manner and at the same time as it collects other State revenues, a sum
sufficient, in addition to the ordinary revenues of the State, to pay the principal of and interest on the
Offered Veterans G.O. Bonds. State law requires funds for the payment of debt service on the
Offered Veterans G.O. Bonds to be transferred to the General Fund from the Veterans Farm and
Home Building Fund of 1943 (the "1943 Fund"). See "AUTHORIZATION OF AND SECURITY
FOR THE OFFERED VETERANS G.O. BONDS - Security and Payment of Veterans G.O.
Bonds" and APPENDIX B - "THE DEPARTMENT OF VETERANS AFFAIRS OF THE STATE
OF CALIFORNIA, THE PROGRAM AND THE 1943 FUND."

Redemption

The Offered Veterans G.O. Bonds are subject to optional and special redemption prior to
maturity. In addition, the Series BJ Bonds maturing on December 1, 2018, December 1, 2024 and
December 1, 2032, respectively, are subject to mandatory redemption at par prior to their stated
maturities, in part, from sinking fund payments made by the State. See "THE OFFERED
VETERANS G.O. BONDS - Redemption."”

Information Related to this Official Statement

The information set forth herein has been obtained from official sources which are believed
to be reliable, but it is not guaranteed as to accuracy or completeness. The information and
expressions of opinion herein are subject to change without notice, and neither delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the State or the Department since the date
hereof.

All financial and other information presented in this Official Statement has been provided
by, respectively, the State or the Department from its records, except for information expressly
attributed to other sources. The presentation of information, including tables of receipts from taxes
and other revenues, is intended to show recent historic information and is not intended to indicate
future or continuing trends in the financial position or other affairs of, respectively, the State or the
Department. No representation is made that past experience, as it might be shown by financial and
other information, will necessarily continue or be repeated in the future.

This Official Statement is not to be construed as a contract with the purchasers of the
Offered Veterans G.O. Bonds. Statements contained in this Official Statement which involve



estimates, forecasts or matters of opinion, whether or not expressly so described herein, are intended
solely as such and are not to be construed as representations of facts.

This Official Statement does not constitute an offer to sell or the solicitation of an offer to
buy, nor shall there be any sale of the Offered Veterans G.O. Bonds, by any person in any
jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.

No dealer, broker, salesperson or other person has been authorized by the State to give any
information or to make any representations other than those contained herein and, if given or made,
such other information or representations must not be relied upon as having been authorized by the
State.

IN CONNECTION WITH THIS OFFERING THE UNDERWRITERS MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE
MARKET PRICES OF THE OFFERED VETERANS G.O. BONDS OFFERED HEREBY AT
LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

Tax Matters

In the opinion of Hawkins, Delafield & Wood, Bond Counsel to the State ("Bond Counsel"),
under existing statutes and court decisions, assuming compliance by the State and the Department
with certain tax covenants described herein, (i) the interest on the Series BS Bonds is not included in
gross income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code
of 1986, as amended, and such interest is exempt from personal income taxes of the State of
California under present State law and (ii) the interest on the Series BS Bonds is not treated as a
preference item for purposes of calculating the alternative minimum tax imposed under the Internal
Revenue Code of 1986, as amended, with respect to individuals and corporations; such interest,
however, is included in the adjusted current earnings of certain corporations for purposes of
calculating the alternative minimum tax imposed on such corporations.

Bond Counsel previously rendered to the State Treasurer on December 1, 1999 its opinion
that, under then-existing statutes and court decisions, assuming compliance by the State and the
Department with certain tax covenants described herein, (i) the interest on the Series BJ Bonds was
not included in gross income for federal income tax purposes pursuant to Section 103 of the Internal
Revenue Code of 1986, as amended, and such interest was exempt from personal income taxes of
the State of California under State law current on the date of such opinion and (ii) the interest on the
Series BJ Bonds was treated as a specific preference item for purposes of calculating the alternative
minimum tax imposed under the Internal Revenue Code of 1986, as amended, with respect to
individuals and corporations. It is a condition to the remarketing of the Series BJ Bonds that Bond
Counsel deliver its opinion that the remarketing of the Series BJ Bonds does not, in and of itself,
adversely affect the exclusion of interest on the Series BJ Bonds from gross income for federal
income tax purposes. See "TAX MATTERS" below, APPENDIX E - "CERTAIN FEDERAL
TAX CODE REQUIREMENTS" and APPENDIX G - "LEGAL OPINIONS OF BOND
COUNSEL."



Continuing Disclosure

The State Treasurer, on behalf of the State, will provide annually to certain nationally
recognized municipal securities information repositories certain financial information and operating
data relating to the State for each Fiscal Year in which any Offered Veterans G.O. Bonds are
outstanding (the "Treasurer's Annual Report"), by not later than April 1 of the calendar year
following the end of such Fiscal Year, commencing with the report for the 1999-2000 Fiscal Year,
and to provide notices of the occurrence of certain other enumerated events if material. The
Secretary of the Department will provide annually to certain nationally recognized municipal
securities information repositories certain financial information and operating data relating to the
Program for each Fiscal Year in which any Offered Veterans G.O. Bonds are outstanding (the
"Department's Annual Report"), by not later than April 1 of the calendar year following the end of
such Fiscal Year, commencing with the report for the 1999-2000 Fiscal Year. The specific nature
of the information to be contained in the Treasurer's Annual Report and the Department's Annual
Report or the notices of material events and certain other terms of the continuing disclosure
obligations are summarized below under APPENDIX D - "SUMMARY OF CONTINUING
DISCLOSURE CERTIFICATES."

Neither the State Treasurer nor the Secretary of the Department has failed to comply, in any
material respect, with any "previous undertakings," as that term is used in Rule 15¢2-12
promulgated under the Securities Exchange Act of 1934, as amended:

Additional Information

Questions regarding this Official Statement and the issuance of these securities may be
addressed to the office of the Honorable Philip Angelides, Treasurer of the State of California, P.O.
Box 942809, Sacramento, California 94209-0001, telephone (800) 900-3873. Questions regarding
the Program should be addressed to the Bond Finance Division of the Department of Veterans
Affairs, P.O. Box 942895, Sacramento, California 94295-0001, telephone (916) 653-2081.

AUTHORIZATION OF AND SECURITY FOR THE OFFERED
VETERANS G.O0. BONDS

Authorization

Each general obligation bond act authorizing the issuance of Veterans G.O. Bonds (each, a
"Bond Act") incorporates by reference the State General Obligation Bond Law (the "Law"), which
is set forth in Chapter 4 (commencing with Section 16720) of Part 3 of Division 4 of Title 2 of the
California Government Code. The Law provides a procedure for the authorization. sale, issuance,
use of proceeds, repayment and refunding of State general obligation bonds.



Security and Payment of Veterans G.O. Bonds

The Veterans G.O. Bonds are general obligations of the State, payable in accordance with
the Bond Acts out of the General Fund. The full faith and credit of the State are pledged for the
punctual payment of principal of and interest on the Veterans G.O. Bonds. The Bond Acts provide
that the State shall collect annually in the same manner and at the same time as it collects other State
revenue an amount sufficient, in addition to the ordinary revenue of the State, to pay principal of
and interest on the Veterans G.O. Bonds. Each Bond Act also contains a continuing appropriation
from the General Fund of the sum annually necessary to pay principal of and interest on the
Veterans G.O. Bonds. Payment of principal, premium, if any, and interest on the Veterans G.O.
Bonds from the General Fund is subject only to the prior application of moneys in the General Fund
to the support of the public school system and public institutions of higher education.

The Department's principal fund is the 1943 Fund described in APPENDIX B - "THE
DEPARTMENT OF VETERANS AFFAIRS OF THE STATE OF CALIFORNIA, THE
PROGRAM AND THE 1943 FUND — The 1943 Fund." The Military and Veterans Code of the
State (the "Veterans Code"), of which the Bond Acts are a part, requires that on the dates when
funds are to be remitted to bondowners for the payment of debt service on Veterans G.O. Bonds in
each fiscal year, there shall be transferred to the General Fund to pay the debt service on Veterans
G.O. Bonds all of the money in the 1943 Fund (but not in excess of the amount of debt service then
due and payable). If the money so transferred on the remittance dates is less than the debt service
then due and payable, the balance remaining unpaid is required by the Veterans Code to be
transferred to the General Fund out of the 1943 Fund as soon as it shall become available, together
with interest thereon from the remittance date until paid, at the same rate of interest as borne by the
applicable Veterans G.O. Bonds, compounded semiannually.

The Veterans Code does not grant any lien on the 1943 Fund or the moneys therein to the
holders of any Veterans G.O. Bonds. As of December 31, 1999, there were outstanding
$2,636,235,000 aggregate principal amount of Veterans G.O. Bonds. Outstanding home purchase
revenue bonds in the aggregate principal amount of $395,655,000 (as of December 31, 1999)
previously issued by the Department, plus revenue bonds scheduled to be issued on March 29,
2000, May 3, 2000 and July 6, 2000 and any additional home purchase revenue bonds issued by the
Department in the future (collectively, the "Revenue Bonds") are and will be special obligations of
the Department payable solely from, and secured by a pledge of, an undivided interest in the assets
of the 1943 Fund (other than proceeds of Veterans G.O. Bonds or any amounts in any rebate
account) and any reserve accounts established for the benefit of Revenue Bonds. The Veterans
Code provides that this undivided interest in the 1943 Fund is secondary and subordinate to any
interest or right in the assets of the 1943 Fund of the people of the State and of the holders of the
Veterans G.O. Bonds (that is, the right to payment or reimbursements of debt service on Veterans
G.0. Bonds described in the preceding paragraph). If debt service payments to the General Fund
are current and all reimbursement of debt service payments with interest as described in the
preceding paragraph has been made, no holder or beneficial owner of Veterans G.O. Bonds has any
right to restrict disbursements by the Department from the 1943 Fund for any lawful purpose,
including payment of debt service on or redemptions and purchases of Revenue Bonds.



While the Department's 1998 Financial Statement for the 1943 Fund reflected an increase in
retained earnings, the Department's 1999 Financial Statement for the 1943 Fund reflected a loss in
retained earnings. In addition, the Program has experienced significant losses during other recent
fiscal years, which have caused decreases in the retained earnings in the 1943 Fund. The Program
has been, and currently is, the subject of reviews by the executive and legislative branches of State
government. The focus of these reviews has been various public policy concerns relating to the
Program, including whether new loan originations under the Program should be terminated and how
funds generated by the Program should be applied. The Department does not believe that either
termination of the loan originations or use of the Department’s moneys to fund other programs, if
either or both of these policies were implemented, would have an adverse impact on the
Department’s ability to pay scheduled principal of and interest on any Veterans G.O. Bonds or
Revenue Bonds.

For additional information, see APPENDIX B - THE DEPARTMENT OF VETERANS
AFFAIRS OF THE STATE OF CALIFORNIA, THE PROGRAM AND THE 1943 FUND - The
1943 Fund" and Exhibit 1 to APPENDIX B — "Department Audited Financial Statements."

THE OFFERED VETERANS G.O. BONDS

General

The Offered Veterans G.O. Bonds are or will be registered in the name of the nominee of
The Depository Trust Company ("DTC"), which will act as securities depository for the Offered
Veterans G.O. Bonds. Purchases of beneficial interests in the Offered Veterans G.O. Bonds may be
made in book-entry form only, in the principal amount of $5,000 or any integral multiple thereof.
See APPENDIX C - "BOOK-ENTRY SYSTEM."

The Offered Veterans G.O. Bonds are or will be dated the applicable dates and will mature
on the dates and in the amounts set forth on the inside front cover page hereof. Interest on the Series
BJ Bonds will accrue from December 1, 1999 through April 26, 2000 at the annual interest rate in
effect prior to the remarketing, i.e., 3.20%, and on and after April 27, 2000 at the respective rates
shown on the inside front cover page of this Official Statement; and interest on the Series BS Bonds
will accrue from March 1, 2000 at the respective rates shown on the inside front cover page of this
Official Statement. Interest on the Offered Veterans G.O. Bonds is payable on June 1 and December
1 in each year (each, an "Interest Payment Date") commencing on June 1, 2000 and shall be
calculated on the basis of a 360-day year comprised of twelve thirty-day months.

Principal and interest are payable directly to DTC by the State Treasurer. Upon receipt of
payments of principal and interest, DTC is to in turn remit such principal and interest to the
participants in DTC for disbursements to the beneficial owners of the Offered Veterans G.O. Bonds.
The record date for the payment of interest on the Offered Veterans G.O. Bonds is the close of
business on the 15th day of the month immediately preceding an Interest Payment Date, whether or
not the day is a business day.



Purpose

Under the Program, the Department acquires residential property to be sold to eligible
veterans under contracts of purchase between the Department and such veterans ("Contracts of
Purchase"). Such acquisition is financed principally with the proceeds of Veterans G.O. Bonds and
the Department's Revenue Bonds. The issuance of the Series BS Bonds is for the purpose of
replacing and refunding $26,500,000 aggregate principal amount of outstanding Veterans G.O.
Bonds. The issuance of the Series BS Bonds and certain federal tax-related reallocations are
expected to result in approximately $26,500,000 becoming available for new Contracts of Purchase.

The Series BJ 9/10 Bonds being remarketed are a portion of the State of California Veterans
General Obligation Bonds, Series BJ 3/4 issued in April 1999 as a remarketing of Series BJ 1/2
originally issued in December 1997. $60,000,000 aggregate principal amount of the Series BJ 3/4
Bonds was remarketed as Series BJ 7/8 Bonds in December 1999 with fixed interest rates to their
respective maturities to new Bondholders. The Series BJ Bonds represent the balance of the Series
BJ 3/4 Bonds, which currently bear interest at a short-term rate and are subject to mandatory tender
on April 27, 2000. Upon remarketing, each such remarketed Series BJ Bond will bear interest at a
fixed interest rate to its respective stated maturity or earlier redemption.

The proceeds of the remarketed Series BJ Bonds will become available to finance new
Contracts of Purchase. These available moneys will be in addition to moneys also made available
to finance new Contracts of Purchase through the issuance of the Department's Revenue Bonds and
other Veterans G.O. Bonds in 1997, 1998, 1999 and 2000. The Department expects to issue
approximately $160 million principal amount of Revenue Bonds during the first six months of year
2000. See APPENDIX B — DEPARTMENT OF VETERANS AFFAIRS OF THE STATE OF
CALIFORNIA, THE PROGRAM AND THE 1943 FUND - Exhibit 2 — Certain Department
Financial Information and Operating Data — Contracts of Purchase — Amounts Expected to be
Available to Fund Contracts of Purchase and Related Investments."

Identification and Authorization of the Offered Veterans G.O. Bonds

The Series BJ Bonds were issued under two Bond Acts, each authorized by the voters, as
described below, for the purpose of financing new Contracts of Purchase when the short-term
interest rate borne by such bonds is adjusted to fixed interest rates to maturity. The Series BS
Bonds are issued under one Bond Act, authorized by the voters, as described below. See
APPENDIX A — "THE STATE OF CALIFORNIA — State Indebtedness.” The Series BS Bonds
are being issued for the purpose of replacing available moneys to be used to pay the principal
amount of certain outstanding Veterans G.O. Bonds becoming due at maturity.

Authorization

$9,280,000 principal amount of Veterans General Obligation Bonds, Series BJ9, authorized
under the Veterans Bond Act of 1988;

$30,720,000 principal amount of Veterans General Obligation Bonds, Series BIJ10,
authorized under the Veterans Bond Act of 1990; and



$26,500,000 principal amount of Veterans General Obligation Bonds, Series BSI,
authorized under the Veterans Bond Act of 1980.

Redemption
Sinking Fund Redemption

The Series BJ Bonds maturing on December 1, 2018, December 1, 2024 and December 1,
2032, respectively (the "Term Bonds") are subject to redemption prior to their respective stated
maturity dates, in part, by lot, from sinking fund payments, at a redemption price of 100 percent of
the principal amount thereof, plus accrued interest to the date fixed for redemption, without
premium, on the respective dates and in the respective amounts shown below.

SINKING FUND REDEMPTION SCHEDULE

Series BJ Series BJ Series BJ

Date Bonds Maturing Bonds Maturing Bonds Maturing
December 1 December 1,2018 December 1, 2024 December 1. 2032

2017 $1,325,000

2018 1,405,000+

2019 $1,480,000

2020 1,565,000

2021 1,660,000

2022 1,755,000

2023 1,850,000

2024 1,965,000+

2025 $2,080,000

2026 2,200,000

2027 2,330,000

2028 2,460,000

2029 2,610,000

2030 2,760,000

2031 2,920,000

2032 3,085,000+

+ Maturity

If less than all of the Term Bonds of the same maturity date are purchased or called for
redemption (other than in satisfaction of sinking fund payments), the State Treasurer will credit the
principal amount of such Term Bonds that are so purchased or redeemed against applicable
remaining sinking fund payments relating to such Term Bonds (including the principal amounts due
on the respective maturity dates, as shown above), as requested by the Department.

Optional Redemption
The Series BJ Bonds maturing on December 1 of the years 2010 through and including 2016

are subject to optional redemption prior to their respective stated maturity dates, at the option of the
State upon request of the Department. in whole or in part (of any maturity and by lot within each



maturity), on any date on or after April 27, 2010 at the redemption prices stated below, plus accrued
interest to the date fixed for redemption:

Redemption Dates Redemption Price
(both dates inclusive) (as percentage of principal amount redeemed)
April 27,2010 to April 26, 2011 101%
April 27,2011 and thereafter 100%

The Term Bonds (those Series BJ Bonds maturing on December 1 of the years 2018, 2024
and 2032, respectively) are subject to optional redemption prior to their respective stated maturity
dates, at the option of the State upon request of the Department, in whole or in part (of any maturity
and by lot within each maturity), on any date on or after April 27, 2006 at the redemption prices
stated below, plus accrued interest to the date fixed for redemption:

Redemption Dates Redemption Price
(both dates inclusive) (as percentage of principal amount redeemed)
April 27,2006 to April 26, 2007 102%
April 27,2007 to April 26, 2008 101%
April 27,2008 and thereafter - 100%

The Series BS Bonds are not subject to optional redemption prior to their respective stated
maturity dates.

Special Redemption from Unexpended Proceeds and Excess Revenues

The Offered Veterans G.O. Bonds are also subject to special redemption prior to their
respective stated maturity dates, at the option of the State upon request of the Department, from (i)
moneys deposited in the related Series Proceeds Subaccount with respect to the Offered Veterans
G.O. Bonds on the date of issuance of such bonds that have not been applied to finance Contracts of
Purchase and (ii) Excess Revenues (as defined below) derived from any Veterans G.O. Bonds or
any Revenue Bonds. Any such redemption may be on any date, in whole or in part (and of any
maturity at the option of the State upon request of the Department and by lot within such maturity),
at the principal amount thereof plus accrued interest to the date fixed for redemption, without
premium.

Moneys are currently available through the issuance of Veterans G.O. Bonds and Revenue
Bonds to finance Contracts of Purchase, and additional moneys may become available to finance
Contracts of Purchase through the future issuances of Revenue Bonds and Veterans G.O. Bonds.
Since the Department has full discretion, subject to eligibility requirements and the requirements of
the Internal Revenue Code of 1954, as amended, or the Internal Revenue Code of 1986, as
amended, as applicable (collectively, the "Federal Tax Code"), in applying the proceeds of all of
these bonds to finance the Program, the proceeds of prior and future bonds may be used to finance
Contracts of Purchase before proceeds of the Offered Veterans G.O. Bonds. '



Although the Department's goal is to use moneys made available through the issuance of the
Offered Veterans G.O. Bonds (including recycled prepayments) to finance Contracts of Purchase,
such expectation is subject to change, and such moneys or prepayments would then be available to
redeem Offered Veterans G.O. Bonds, other Veterans G.O. Bonds, and Revenue Bonds. See "THE
OFFERED VETERANS G.O. BONDS — Purpose."

Excess Revenues can include prepayments and repayments on Contracts of Purchase funded by
Revenue Bonds and Veterans G.O. Bonds, and also includes Revenues which had been set aside to
be recycled into new Contracts of Purchase. All payments on Contracts of Purchase are deposited
in the 1943 Fund and applied to pay or reimburse debt service on the Veterans G.O. Bonds, to pay
debt service on Revenue Bonds, to pay for mandatory redemptions of Veterans G.O. Bonds and
Revenue Bonds, to pay Program and Department expenses, and to pay certain insurance claims.
The Department, subject to applicable bond authorizing resolutions, may apply Excess Revenues to
redeem any Veterans G.O. Bonds or Revenue Bonds eligible for redemption. The Department's
decision to apply Excess Revenues to redeem bonds, to finance new Contracts of Purchase, or for
any other permitted purpose depends on many factors, including applicable bond authorizing
resolution requirements, demand for Contracts of Purchase, debt service cost savings, investment
earnings and Federal Tax Code requirements.

Certain of the outstanding Veterans G.O. Bonds are not subject to redemption prior to maturity.
See Exhibit 2 to APPENDIX B — "THE DEPARTMENT OF VETERANS AFFAIRS OF THE
STATE OF CALIFORNIA, THE PROGRAM AND THE 1943 FUND - Certain Department

Financial Information and Operating Data."

"Excess Revenues" means, as of any date of calculation, Revenues in excess of Accrued Debt
Service. See APPENDIX B - "THE DEPARTMENT OF VETERANS AFFAIRS OF THE
STATE OF CALIFORNIA, THE PROGRAM AND THE 1943 FUND - The 1943 Fund — Excess

Revenues."
Notice of Redemption

When redemption is required while the Offered Veterans G.O. Bonds are in book-entry only
form, the State Treasurer shall give notice of redemption by mailing copies of such notice only to
DTC (not to the beneficial owners of the Offered Veterans G.O. Bonds) not less than thirty or more
than sixty days prior to the date fixed for redemption. DTC, in turn, is to send the notice of
redemption to its participants for distribution to the beneficial owners of the Offered Veterans G.O.
Bonds. See APPENDIX C — "BOOK-ENTRY SYSTEM." The notice will state, among other
things, that the Offered Veterans G.O. Bonds or a designated portion thereof (in the case of
redemption of an Offered Veterans G.O. Bond in part but not in whole) are to be redeemed, the
dated date of the Offered Veterans G.O. Bonds, the redemption date, the Series and maturities of the
Offered Veterans G.O. Bonds to be redeemed and the redemption price. The notice will also state
that after the date fixed for redemption, no further interest will accrue on the principal of any
Offered Veterans G.O. Bonds called for redemption. Notice of redemption will also be provided by
mail to certain financial services and securities depository services.



New York Stock Exchange Listing

The State Treasurer expects to list the Term Bonds maturing on December 1, 2024 and
December 1, 2032 on the New York Stock Exchange. There can be no assurance that such Term
Bonds will be listed or will continue to be listed for the duration of the time they will be
outstanding.

TAX MATTERS

Federal Tax Matters

The Series BJ Bonds are part of a single issue for federal income tax purposes with certain
outstanding Veterans G.O. Bonds and Revenue Bonds issued in 1997 and 1998 (the "1997/1998
Tax Plan Bonds"). The requirements of applicable federal tax law must be satisfied with respect to
the Series BJ Bonds and all such other outstanding Veterans G.O. Bonds and Revenue Bonds in
order that interest on the Series BJ Bonds not be included in gross income for federal income tax
purposes retroactive to the date of issuance thereof. The requirements of applicable federal tax law
must also be separately satisfied with respect to the Series BS Bonds in order that interest on the
Series BS Bonds not be included in gross income for federal income tax purposes retroactive to the
date of issuance thereof.

Requirements Imposed on the Offered Veterans G.O. Bonds by the Federal Tax Code

The Federal Tax Code contains the following loan eligibility requirements which are
applicable (with certain exceptions), in whole or in part, to Contracts of Purchase (or portions of
Contracts of Purchase) entered into with respect to properties acquired with amounts allocable to
qualified veterans' mortgage bonds and/or to qualified mortgage bonds. The Series BJ Bonds and
the other 1997/1998 Tax Plan Bonds that are Veterans G.O. Bonds, and the Series BS Bonds, are
qualified veterans' mortgage bonds and not qualified mortgage bonds, and the Revenue Bonds that
are 1997/1998 Tax Plan Bonds are qualified mortgage bonds and not qualified veterans' mortgage
bonds.

The first general requirement of the Federal Tax Code which is applicable to qualified
veterans' mortgage bonds is that the aggregate amount that may be issued must not exceed the
volume limit based upon statutory formula. The Offered Veterans G.O. Bonds are in compliance
with such requirement. An annual volume limit is also imposed on the issuance of qualified
mortgage bonds.

The Federal Tax Code requires that the effective interest rate on mortgage loans financed
with the lendable proceeds of qualified mortgage bonds and qualified veterans' mortgage bonds
may not exceed the yield on the issue by more than 1.125% (1.50% for pre-Ullman bonds, as
defined in Appendix E) and that certain investment earnings on non-mortgage investments,
calculated based upon the extent such investment earnings exceed the amount that would have
been earned on such investments if the investments were invested at a yield equal to the yield on
the issue. be rebated to the United States or to veterans. The Department has covenanted to
comply with these requirements and has established procedures to determine the amount of



excess earnings, if any, that must be rebated to the United States or to veterans. See APPENDIX
B - "THE DEPARTMENT OF VETERANS AFFAIRS OF THE STATE OF CALIFORNIA,
THE PROGRAM AND THE 1943 FUND - Contracts of Purchase" for discussions of provisions
of the Veterans Code which affect the Department's ability to establish and to change interest
rates on Contracts of Purchase.

The Federal Tax Code states that an issuer will be treated as meeting the arbitrage
restrictions on mortgage loans if it in good faith attempted to meet such requirement and any
failure to meet such requirement was due to inadvertent error after taking all reasonable steps to
comply with such requirement. See APPENDIX E — "CERTAIN FEDERAL TAX CODE
REQUIREMENTS."

Opinions of Bond Counsel

In the opinion of Bond Counsel (expected to be delivered in substantially the form set
forth in Appendix G), under existing statutes and court decisions, (i) interest on the Series BS
Bonds is excluded from gross income for federal income tax purposes pursuant to Section 103 of
the Internal Revenue Code of 1986, as amended, and (ii) interest on the Series BS Bonds is not
treated as a preference item for purposes of calculating the alternative minimum tax imposed
under the Internal Revenue Code of 1986, as amended, with respect to individuals and
corporations; such interest, however, is included in the adjusted current earnings of certain
corporations for purposes of calculating the minimum tax imposed on such corporations.

Bond Counsel previously delivered to the State Treasurer on December 1, 1999 its
opinion (the form of which is appended hereto in Appendix G) that under then-existing statutes
and court decisions, (i) interest on the Series BJ Bonds was excluded from gross income for
federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as
amended and (ii) interest on the Series BJ Bonds was a specific preference item for purposes of
calculating the federal individual and corporate alternative minimum taxes. It is a condition to
the remarketing of the Series BJ Bonds that Bond Counsel deliver its opinion (the proposed form
of which is included in Appendix G hereto) that the remarketing of the Series BJ Bonds does not,
in and of itself, adversely affect the exclusion of interest on the Series BJ Bonds from gross
income for federal income tax purposes.

In rendering the foregoing opinions, Bond Counsel has assumed and assumes compliance
by the State and the Department with and enforcement by the State and the Department of the
documents authorizing the issuance of the 1997/1998 Tax Plan Bonds and the applicable
Program Documents. Bond Counsel has expressed and expresses no opinion as to the exclusion
from gross income of interest on any Offered Veterans G.O. Bonds subsequent to any date on
which action is taken pursuant to (i) with respect to the Series BJ Bonds, the documents
authorizing the issuance of the 1997/1998 Tax Plan Bonds, and (ii) with respect to the Series BS
Bonds, the documents authorizing the issuance of the Series BS Bonds, for which action such
documents related to such respective Series require a legal opinion to the effect that taking such
action will not adversely affect such exclusion, unless such firm delivers an opinion as of such
date to such effect.



Certain Additional Federal Tax Consequences

The following is a brief discussion of certain federal income tax matters with respect to the
Offered Veterans G.O. Bonds under existing statutes. It does not purport to deal with all aspects of
federal taxation that may be relevant to a particular owner of an Offered Veterans G.O. Bond.
Prospective investors, particularly those who may be subject to special rules, are advised to consult
their own tax advisors regarding the federal tax consequences of owning and disposing of the
Offered Veterans G.O. Bonds.

As noted above, interest on the Series BJ Bonds is, and interest on the Series BS Bonds is
not, a preference item in determining the tax liability of individuals, corporations, and other
taxpayers subject to the alternative minimum tax imposed by Section 55 of the Internal Revenue
Code of 1986, as amended. Interest on the Offered Veterans G.O. Bonds must also be taken into
account in determining the tax liability of foreign corporations subject to the branch profits tax
imposed by Section 884 of the Internal Revenue Code of 1986, as amended.

Owners of Offered Veterans G.O. Bonds should be aware that the ownership of such
obligations may result in collateral federal income tax consequences to various categories of
persons, such as corporations (including S corporations and certain foreign corporations), financial
institutions, property and casualty insurance companies, individual recipients of Social Security or
Railroad Retirement benefits, and individuals otherwise eligible for the earned income tax credit
and to taxpayers deemed to have incurred or continued indebtedness to purchase or carry
obligations the interest on which is not included in gross income for federal income tax purposes.

Legislation affecting municipal bonds is frequently considered by the United States
Congress. There can be no assurance that legislation enacted or proposed after the date of
issuance of the Offered Veterans G.O. Bonds will not have an adverse effect on the tax-exempt
status or market price of the Offered Veierans G.O. Bonds.

State Tax Matters

In the opinion of Bond Counsel rendered with respect to the Series BJ Bonds on
December 1, 1999, and to be rendered with respect to the Series BS Bonds on the date of
delivery thereof, interest on the Offered Veterans G.O. Bonds is exempt from personal income
taxes of the State of California under State law in effect on the respective dates of such opinions.
Complete copies of the opinion previously rendered with respect to the Series BJ Bonds and the
proposed form of opinion to be rendered with respect to the Series BS Bonds are contained in
Appendix G.

LEGAL OPINIONS

The then-Attorney General of the State of California rendered an approving opinion as to
the validity of the Series BJ Bonds on December 29, 1997, to the effect that the State had lawful
authority for the issuance of Series BJ Bonds, that the Series BJ Bonds constituted the valid and
legally binding general obligations of the State pavable from the General Fund of the State and
that the full faith and credit of the State are pledged to the punctual payment of principal of and



interest on the Series BJ Bonds. The proposed form of the opinion of The Honorable Bill
Lockyer, Attorney General of the State of California, as to the validity of the Series BS Bonds, is
included in Appendix F. The opinion of Bond Counsel as to the validity of the Series BJ Bonds
and treatment of interest thereon for federal income tax purposes which was rendered on
December 1, 1999, the proposed form of the opinion of Bond Counsel as to the effect of the
remarketing of the Series BJ Bonds on such treatment of interest for federal income tax purposes
and the proposed form of the opinion of Bond Counsel as to the validity of the Series BS Bonds
and treatment of interest thereon for federal income tax purposes, are included in Appendix G.

The Attorney General and Bond Counsel undertake no responsibility for the accuracy,
completeness or fairness of this Official Statement. Certain legal matters will be passed upon by
Quateman & Zidell LLP, Disclosure Counsel to the State and by Orrick, Herrington & Sutcliffe
LLP, Special Counsel to the State regarding Appendix A. Certain legal matters will be passed upon
for the Underwriters by their counsel, Kutak Rock LLP.

LITIGATION

There is not now pending or known to the Attorney General to be threatened any material
litigation seeking to prevent the remarketing or sale and delivery of the Offered Veterans G.O.
Bonds or questioning the validity of the Offered Veterans G.O. Bonds. As stated above, debt
service on the Veterans G.O. Bonds is a continuing appropriation in the Bond Acts. See
"AUTHORIZATION OF AND SECURITY FOR THE OFFERED VETERANS G.O. BONDS -
Security and Payment of Veterans G.O. Bonds." In June 1998, a complaint was filed in Los
Angeles County Superior Court in the case of Howard Jarvis Taxpayers Association v. Connell
challenging the authority of the State Controller to make payments in the absence of a State budget.
The lawsuit did not specifically attack the validity of the law or the continuing appropriations under
the Bond Acts. The Superior Court judge, however, issued a preliminary injunction preventing thc
State Controller from making payments, including those made pursuant to continuing
appropriations, while the State's annual budget act had not yet been enacted. As permitted by the
State Constitution, the State Legislature immediately enacted and the Governor of the State signed,
an emergency appropriations bill which allowed continued payment of various State obligations,
including debt service. Subsequently, the State Legislature enacted and the Govemnor of the State
signed the budget act for the 1998-99 fiscal year. See APPENDIX A — "THE STATE OF
CALIFORNIA - Litigation" for more information about the status of this case.

The Attorney General and Bond Counsel have rendered an opinion that the conclusion of
the Superior Court judge in the Jarvis case (which is now stayed pending appeal) questioning the
validity of continuing appropriations, if and to the extent it would apply to the Offered Veterans
G.O. Bonds, is without merit and that the California appellate courts would hold that the
appropriations are valid under the State Constitution and that the State Controller may make
payments pursuant to such appropriations. While there can be no assurance as to the outcome of the
litigation, the State believes that moneys will be available in due course on a timely basis to make
all future payments of debt service on the Offered Veterans G.O. Bonds.

While at any given time, including the present, there are numerous civil actions pending
against the State, which could, if determined adversely to the State, affect the State's expenditures
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and, in some cases, its revenues, the Attorney General is of the opinion that no pending actions are
likely to have a material adverse effect on the State's ability to pay principal and purchase price of,
premium, if any, and interest on the Offered Veterans G.O. Bonds when due.

See APPENDIX A - "THE STATE OF CALIFORNIA - Litigation." See APPENDIX B —
"THE DEPARTMENT OF VETERANS AFFAIRS OF THE STATE OF CALIFORNIA, THE
PROGRAM AND THE 1943 FUND — The 1943 Fund" for a discussion of certain litigation which
may affect the 1943 Fund.

UNDERWRITING

The Offered Veterans G.O. Bonds are being purchased by the Underwriters listed on the
front cover page. The Underwriters have jointly and severally agreed to purchase the Offered
Veterans G.O. Bonds for a purchase price of (i) $26,500,000 plus accrued interest, with respect to
the Series BS Bonds and (ii) par, plus accrued interest (including interest accrued from December 1,
1999 through April 26, 2000), with respect to the Series BJ Bonds. In connection therewith the
Department will pay a fee to the Underwriters of (i) $214,385.65 with respect to the Series BS
Bonds and (ii) $365,564.65 with respect to the Series BJ Bonds. The initial public offering prices of
the Offered Veterans G.O. Bonds may be changed from time to time by the Underwriters.

The purchase contract relating to the Offered Veterans G.O. Bonds provides that the
Underwriters will purchase all the applicable Offered Veterans G.O. Bonds if any are purchased,
and that the obligation to make such purchase is subject to certain terms and conditions set forth in
such purchase contract including, among others, the approval of certain legal matters by counsel.

FINANCIAL STATEMENTS

Audited General Purpose Financial Statements of the State of California (the "Financial
Statements") are attached for the Fiscal Year ended June 30, 1999. See APPENDIX A — "THE
STATE OF CALIFORNIA - Financial Statements".

Certain unaudited financial information for the period from July 1, 1999 through December
31, 1999 is included as an Exhibit to Appendix A. See APPENDIX A — "Exhibit 2 — State
Controller's Statement of General Fund Cash Receipts and Disbursements, July 1, 1999 — December
31, 1999."

INDEPENDENT AUDITORS
Attached as Exhibit 1 to Appendix B are the Financial Statements for the Veterans Farm and
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